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SUBJ: SOVIET HARD CURRENCY TRADE 

REF: (A) STATE 175892; (B) MOSCOW 8883 

1. EMBASSY APPRECIATES CIA/OER ASSESSMENT OF SOVIET HARD CURRENCY 
POSITION, WHICH IS PARTICULARLY INTERESTING AT PRESENT TIME WHEN USSR 
FACED WITH NECESSITY OF PAYING OUT APPROXIMATELY TWO BILLION DOLLARS, 
POSSIBLY MORE, IN HARD CURRENCY FOR 1975/1976 GRAIN PURCHASES. 

VIEWING SITUATION FROM HERE, WE SUBMIT FOLLOWING F 
AGMENTS OF INFORMA- 
TION WHICH CONFIRM AND SUPPLEMENT CIA/OER ANALYSIS, AND POINT TO 
A SITUATION OF RISING SOVIET HARD CURRENCY TRADE DEFICITS AND IN- 
CREASING NECESSITY FOR COVER BY DRAWING ON EXISTING MEDIUM AND 
LONG-TERM WESTERN CREDITS, EURO-DOLLAR BORROWING AND GOLD SALES. 

(Q) CONTINUED REQUESTS FOR CHEAP CREDIT. JAPANESE EMBASSY 
SOURCES HAVE AGAIN CONFIRMED THAT JAPANESE HAVE TWICE TURNED DOWN 
RECENT SOVIET REQUESTS (REF B) TO JAPANESE EXPORT IMPORT BANK 
PRESIDENT SUMITA FOR A ONE BILLION DOLLAR UNITED CREDIT. SUB- 
SEQUENTLY - IN MID JULY - SOVIETS MADE NEW REQUEST TO 
JAPANESE FOR APPROXIMATELY $100 MILLION CREDTI "ON CONCESSIONARY 
TERMS" TO COVER COSTS OF HEAVY TRUCKS AND OTHER EQUIPMENT NEEDED 
FOR YAKUTIA COAL DEVELOPMENT. COST OF TRUCKS APPARENTLY 
ORIGINALLY TO BE COVERED BY A PORTION OF APPROXIMATELY ONE 
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SIBERIAN DEVELOPMENT IN SPRING OF 1974, BUT ADDITIONAL CREDIT 
NOW NEEDED BECAUSE OF RISING COSTS. JAPANESE NOW CONSIDERING 
THIS LATEST REQUEST. SPECIFIC AMOUNT OF INTEREST RATE WHICH 
SOVIETS REGARD AS "CONCESSIONARY" IS NOT CLEAR, ALTHOUGH APPEARS 
TO BE IN NEIGHBORHOOD OF 6.7 PERCENT. 

(B) RISING TRADE DEFICITS WITH MAJOR DEVELOPED-COUNTRY 

TRADE PARTNERS. ACCORDING TO FRG EMBASSY, SOVIET TRADE DEFICIT 
WITH FRB FOR FIRST FIVE MONTHS 1975 WAS DM 1.5 BILLION (ABOUT $588 
MILLION). JAPANESE FIGURES FOR FIRST FIVE MONTHS OF THIS 
YEAR ARE EQUALLY STRIKING, SHOWING SOVIET TRADE DEFICIT 
OF $238 MILLION, COMPARED WITH SOVIET SURPLUS OF $291 MILLION 
FOR SAME PERIOD LAST YEAR. 

(C) CONTINUED RUMORS OF NEW OVERTURES FOR EURO-DOLLAR 
LOANS. IN ADDITION TO $350 MILLION WHICH SOVIETS OBTAINED WITH 
RELATIVE EASE FROM WESTERN BANK CONSORTIA IN FIRST HALF OF THIS 
YEAR (PARA 8, REF A), RUMORS PERSIST OF SOVIET INTEREST IN 
ACQUIRING ADDITIONAL EURO-DOLLAR ASSISTNCE OVER NEXT SEVERAL 
MONTHS. ON JULY 15 EMBASSY OFFICER WAS TOLD BY DAVID LASCELLES, 
EAST EUROPEAN AND SOVIET EDITOR OF LONDON FINANCIAL TIMES, WHO 
HAS EXCELLENT CONTACTS IN LONDON BANKING CIRCLES, THAT SOVIETS 
PUTTING OUT FEELERS FOR NEW EURO-DOLLAR LAONS THIS FALL, AND THAT 
IT IS VIEW OF SOME EXPERTS IN LONDON CITY THAT $100 MILLION AND 

$250 MILLION EURO-DOLLAR LOANS RAISED IN JANUARY AND APRIL OF 
THIS YEAR WERE MAINLY MARKET TESTING FOR SUBSEQUENT OPERATIONS. 
THERE IS ALSO THE CONTINUED PROBABILITY OF IMPORTANT EURO- 
DOLLAR BORROWING BY SOVIET-DOMINATED CEMA INTERNATIONAL INVEST- 
MENT BANK TO COVER EQUIPMENT PURCHASES FOR ORENBURG NATURAL GAS 
DEVELOPMENT. 

(D) LARGE SUMS PLACED IN WESTERN MARKETS AT INTEREST. 

ANOTHER PHENOMENON, A NEW ONE WHICH REFLECTS BOTH MOSCOW'S 
RELATIVELY STRONGER FINANCIAL POSITION COMPARED WITH ONLY A FEW 
YEARS AGO, AND ALSO ITS DETERMINED EFFORT TO SQUEEZE EVERY 

LAST CENT OUT OF HARD-CURRENCY EARNINGS, IS THE SHARP INCREASE 
IN SOVIET SHORT-TERM DEPOSITS IN WESTERN MONEY MARKETS. ACCORD- 
ING TO LASCELLES, SOVIET SHORT-TERM DEPOSITS IN THE LONDON 
MARKET IN MID- 1975 WERE WELL OVER ONE BILLION DOLLARS. WESTERN 
BANKING SOURCES IN MOSCOW HAVE ALSO CONFIRMED THAT SOVIETS 
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HAVE BECOME INCREASINGLY INSISTENT THAT WESTERN BANKS MAINTAIN- 
ING REPRESENTATIVES HERE MAKE SHORT-TERM DEMAND OR TIME DEPOSITS 
OF EXCESS HARD CURRENCY - ARRANGEMENTS SIMILAR TO SWAP DF.ALI.S - 
IN VNESHTORGBANK OR THE CEMA BANKS. IN THE CASE OF ONE 
WEST GERMAN BANK THESE WERE ESTIMATED AT OVER $50 MILLION 
DURING THE LAST TEN DAYS OF JULY. 
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